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STATE EXCISE TAXES 
( 6 / 11 / 93 ) 

• Introduction & Purpose 

Along with introductions of CA USA personnel, a preview of our discussion will be given 
(EM to lead). 

• Planning Process 

In this portion of the presentation (DC will lead), we will discuss the state tax issue 
planning process used for this year. Emphasis will be given to the drising forces behind 
proposals to increase SETs and the setting of this year's objectives. 

• Evaluate Driving Forces 

Here we will emphasize the difficulties facing us this year. These will be discussed with 
the aid of the planning process verbiage overhead. 

Many states are still under great fiscal pressure because of a lackluster economy. 

The antis have successfully augmented their mass media & education campaigns with more 
government funds through programs like ASSIST and a Prop 99 clone, MA initiative. The 
EPA’s report on ETS has some impact also. 

The politics are ripe for increases-a) it's a non-election year & b) the Clinton 
administration's national health care deliberations and trial balloons have kept awareness 
high on our products and their issues, especially excise taxes. Also, the administration 
is counting on governors/friendly legislative bodies to test the waters by proposing health 
related programs at the state level to be financed in some way by tobacco taxes. 

Our successes in the past are becoming more of a liability- 1) demographics are changing 
in traditional areas of strength (the South & the West w/ the exception of CA); 2) big 
increases in the East (DC, MA, & NY) may be more contagious than we had earlier thought; 
3) we used a lot of chits keeping taxes down, minimizing smoking restrictions, & fighting 
for privacy legislation over the last two years. Our friends may feel it’s time to have a 
cigarette tax increase to help maintain their credibility’. 

• Set Reasonable Goals & Objectives 

We wall discuss our objectives, the evolution of the 8% cap on increases in SETs, and how 
we compare w/91 & 92. 

Our objectives are the follow ing: (see overhead). 

The original CA goal set (12/92) on taxes was ro limit tax increases to 8.5% over last year. 
That goal was subsequently lowered by our planning department to 8%. 

We did well in 91 & 92 insofar as meeting the caps on increases (see bar chart). How’ever, 
because of some of the known factors discussed earlier (driving forces), we knew the 
percentage increase would be significantly higher than previous years. The low'er cap of 
8% will be virtually impossible uphold. 


Source: https://www.industrydocuments.ucsf.edu/docs/xpbkOOOO 
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STATE EXCISE TAXES 
( 6 / 11 / 93 ) 


The rest of the points will be covered very briefly through the process flow chart. The key 
behind these points is that they provide the basis for how we get things done. 

• Prioritize Tax Battles by State 

• Formulate State Anti-Tax Plans 

• Implement the Action Plans 

• Analyze Our Activities & Results 

• Overview of 1992-93 SET Changes 

In this portion of the presentation (TL & TW will lead), we will discuss this year's state 
cigarette excise tax legislative activities from a government affairs perspective. We will 
examine how we got from where we were to where we are with the use of maps, 

• What's Happening in the States 

• SET Rates (12/31/92) 

• SET Rate Increases Introduced 

• SET Rate Increases Defeated 

• SET Rates Changed & Defeated 

• SET Rates Changed, Defeated, & Pending 

• Summing Things Up: Measuring Up To Our 8% Cap 

We illustrate, using a line graph, what the current situations in the states mean in terms 
of maintaining the 8% limit (DC to lead). 

For 1992, the state weighted average tax (WAT) was 26.51C per pack. Our 1993 goal is to 
keep the WAT from exceeding 28.63<t/pack (or 8% above last year's rate). 

Because many of the excise tax changes of 1992 different effective dates, we ended 1992 
knowing we would go into 93 2,6% above 92. 

lace 1992 tax increases in MA, AR, & OH passed the 93 percentage up to 3.9% in January'. 
During February and March, no state enacted new cigarette tax increases. 

In April came NY with its large tax (up 17<t/per). the combination of NY being a large 
market and the size of the increase jumped the percentage up to 6.5% for the year. 

Legislative passages in Hi, ND, NM, CT, WA, MO, DC, & NE has raised the percentage 
increase steadily since then to 7,6% above 92. 


Source: https://www.industrydocuments.ucsf.edu/docs/xpbkOOOO 
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STATE-EXCISE TAX ES 

(6/11/93) 

As indicated earlier in our revieiw of the situations in the individual states where 
proposals are pending, it is very likely that we will exceed the 8% cap. We could go as 
high as 10% over last year's WAT. 

• Chronology of the 93 WAT Rate 

• Q&A 

This portion is for responding to questions. We will have back up materials available, 
such as, historical information excise tax trends, the tools we use, groups we enlist, a 
sample state plan, etc. 


Source: https://www.industrydocuments.ucsf.edu/docs/xpbkOOOO 
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93 SET APPROVED 


HI Ad valorem to fixed excise tax; 56.50 to 60b; effective 7/1/93; 
governor has not signed as yet, 


MO 

4b 

13b to 17b, caps local 1< 
effective 10/1 /93; last 

NM 

6b 

15 to 21b effective 7/! 

ND 

15b 

29b to 44b 

WA 

20b 

34b to 54b 


2.5b 

54b to 5.6b 


17.5b 

56,5 to 74b 


lb 

74b to 75b 



On the border of Canada J / 

no tax stamping 

reduction of 1 0 in 7/1 /9I 

budget gap closed by the increase 

beer, distilled spirits, otp, /I 
and providers also taxed; 
white house backed proposal; 

House, Senate, and Governor are 
Democrats 


Initiative 602 is the business 
communities effort 
to roll back all tax increases passed 
in 1993 

Proponents have until 7/1/93 to collect 
enough valid signatures to place on the 
11/93 ballot 


NE 7b 27b to 34b; 7 cents— 


5b for general fund and 2 cents for 
cancer research effective 7/1 /93; 
last increase was 7/1 /87 
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